
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Lewis E. Keathley 
 
151. RR - Please provide the levels of chemical expense included in KAWC’s last four rate 

cases which were the basis for setting consumer rates.  Also, please provide the quantities 
by chemical that supported that level of expense.  Finally, provide the total system 
delivery for each rate case that was used to develop the chemical expense 

 
Response:  
 

Please see the workpapers identified below from KAWC’s last four rates cases; 2010-
00036, 2008-00427, 2007-00143, and 2004-00103) for the levels of chemical expense 
and the quantities of chemicals. Also included in the workpapers from the last four rate 
case is the total system delivery. 
  
Chemical 
2010-00036 KAW_R_PSCDR1#1a_WP3-3_031610 Pages 2-12 
 
2008-00427 KAW_R_PSCDR1#1a_WP3-3_111408 Pages 1-9 
 
2007-00143 KAW_R_PSCDR1#1a_WP3_052107 Pages 56-63 
 
2004-00103 KAW_R_PSCDR1#1a_WP3_O&MEXPENSES_052004.pdf 
  Pages 46-51 
  CHEMICALS W/P-3-3 Pages 1-6 

 
System Delivery 
2010-00036 KAW_R_PSCDR1#1a_WP3-3_031610 Page 13 
 
2008-00427 KAW_R_PSCDR1#1a_WP3-2_111408 Page 11 
 
2007-00143 KAW_R_PSCDR1#1a_WP3_052107 Page 54 
 
2004-00103 KAW_R_PSCDR1#1a_WP3_O&MEXPENSES_052004.pdf 
  Page 52 
  CHEMICALS W/P-3-3 Page 7 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
152. RR - In reference to Exhibit 37, Schedule B-5.2, please provide all rationale for assigning 

a zero expense lag to net income, depreciation and amortization, uncollectibles, 
amortization and regulatory expense.   
 
a. Does the Company agree that these components should not be included in the 

weighted expense lag calculation.  Please explain in detail 
 
Response:  
 

a. The Company does not agree that the components referenced should not be 
included in the weighted expense lag calculation.  Please see explanations below. 

   
Net Income – Net Income should be included in the base of Net Operating Funds 
because it is a component of the revenue requirement and should reflect the fact 
that Revenue and Net Income were earned when service was provided, but were 
not collected at the time of service as is evidenced by the revenue lag days. 
 
Depreciation – Since the Company’s rate base is reduced with depreciation 
expense is recorded and the associated accumulated depreciation is deducted from 
rate base, there exists a time equal to the revenue lag days for which the company 
has not collected recovery of the expense.  Therefore, Depreciation Expense 
should be included in the base of Operating Funds.   
 
Amortization & Uncollectibles – The Company followed the procedure utilized in 
the prior rate case, Case No. 2010-00036, which was to include the expenses in 
the base of Operating Funds with zero lag day calculations. 
 
Regulatory Expense – The Company included the expense calculated with zero 
lag days in the current case to be consistent with the methodology utilized for 
Amortization Expense, since all of the activity in the account were amortization 
entries throughout the test year. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
153. RR - Please describe in detail all materials and supplies that the AWW centralized 

procurement group purchases for KAWC. 
 
a. Does the centralized procurement group purchase chemicals for KAWC? 
 
b. Does KAWC believe the purchases of these materials and supplies provide 

savings to KAWC?  If so, has KAWC performed any analysis to document these 
savings?  If not, why does KAWC continue to have these services performed on 
its behalf? 

 
Response:  
 

Below is a list of major materials and services contracts that AWW centralized 
procurement group negotiates and manages for KAWC through 2012. 
 
Commercial Printing 
Computer Hardware and Software 
Consulting Services 
Courier Services 
Engineering Services 
Fleet Vehicle, Equipment and Maintenance Services 
Flow Controls 
Fuel and Power 
Generators 
Health Insurance 
IT Peripherals 
Laboratory Supplies and Services 
Marketing Services 
Meters and Meter Setting Equipment 
Mobile Equipment 
MRO Items 
Office Equipment and Supplies 
Pipes and Fittings 
Security Services 
Telecommunications Hardware and Services 
Temporary Labor 
Travel Services 
Uniforms 
Water Treatment Chemicals 
Website and Promotional Design 
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a) The centralized procurement group does negotiate and manage the purchase 

agreements of chemicals for KAWC. 
 
b)  The AWW centralized procurement group has analyzed 2011 activity and has 

estimated during 2011, KAWC received approximately $715,000 in benefits from 
centrally negotiated and managed agreements, including an estimated $223,000 
related to water treatment chemicals. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell 
 
154. RR - In reference to Mr. Lance Williams’ testimony, page 7, please breakdown the CWIP 

balance included in the Company’s forecasted test year rate base, by the different stages 
in the CIMC process. 

 
Response:  
 

The Kentucky capital budgets are not forecasted and delineated to the level of detail 
requested by this data request.   
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
155. RR - Please provide the water and sewer percentages for calendar years 2010, 2011 and 

2012 that were used to allocate payroll, payroll taxes and payroll benefits.   
 
Response:  
 

The water and sewer percentages that were used to allocated payroll, payroll taxes, and 
payroll benefits, were based on charges during 2010 and 2011.  Please see the Workpaper 
3, pages 21-23 of 180, which was provided in response to Item 3 of the Commission 
Staff’s first request for information.  This work paper is where the charges were averaged 
to provide a “Water %” for each job code in a business unit, based on the average % of 
water charges over the 2010-2011 period.   
 
The excel file for this workpaper was provided to all parties on CD also in response to the 
same Item referenced above. 
 
Excel Location: 
Exhibits\Expense\[Labor and Labor Related.xlsx]Ky Sewer 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
156. RR - Please provide the actual KAWC labor O&M percentages for the last ten calendar 

years. 
 
Response:  
 

The actual O&M percentages for the last ten calendar years are calculated below.  
 
Kentucky American  

   O&M Ratios 2003 - 2012 
  

Calculation:  
Dollars Charged to Expense Labor Accounts 501200, 501210, 501211/  
(Dollars Charged to Asset Accounts + Dollars Charged to Expense Labor Accounts) 

     
  

O&M % 
 

 
2003 82.60% 

 
 

2004 83.87% 
 

 
2005 84.94% 

 
 

2006 82.31% 
 

 
2007 79.00% 

 
 

2008 76.68% 
 

 
2009 81.43% 

 
 

2010 81.24% 
 

 
2011 83.34% 

 
 

2012 84.33% 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
157. RR - Please describe in detail how actual paid property taxes are calculated for a 

particular year.  Please include the assessment date for property, the property tax rate and 
the property tax payment dates. 

 
Response:  
 

Every year all property assets are reported by tax location to the Kentucky Revenue 
Cabinet by April 30.  This includes a breakdown within each county of each tax location, 
and by Real and Personal property.  Also included are any assets that are exempt from 
property tax through manufacturing or pollution control exemptions.  The Revenue 
Cabinet then reviews the report and completes an assessment.  The Revenue Cabinet may 
ask for further documentation to support the value of identified assets or exempt assets.  
The assessment is provided to the Company for an opportunity to review and challenge.  
The Revenue Cabinet then notifies each county of the assessments by tax location within 
the county, for both real and personal property.  The county then sends a tax bill to 
Kentucky American, with payment due within 60 days. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell 
 
158. RR - Please describe when KRS II was fully operational and used for service.  Please 

provide the data when the transmission line, tank and booster station from KRS II will be 
completed and used for service. 

 
Response:  
 
 KRS II was fully operational and used for service beginning September 20, 2010.  The 

proposed Northern Connection is scheduled for in-service in December 28, 2013 but 
construction has not been initiated, pending approval of the application for a Certificate 
of Convenience and Necessity. 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Linda C. Bridwell

159. RR - Please provide the level of investment by month included in the forecast test year
for the Owenton plant. Please provide plant in service, accumulated depreciation, and
other rate base values separately.

Response:

The forecast test year does not contain any level of construction investment for the
Owenton plant. This is because the Company plans to retire the plant, pending approval
of the proposed facilities in Case No. 2012-00096. If the proposed facilities are not
approved, considerable construction investments in this plant would need to be made.

There is $100,000 of cost of removal spending in the forecast test year for the Owenton
plant retirement, again pending the approval of the proposed facilities in Case No. 2012-
00096.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier 
 
160. RR - Please provide the non-revenue water results for 2010, 2011 and 2012.  Please 

breakdown the results into “other water used” and “water loss.”  Please breakdown the 
“water loss” category further into water loss from tank overflows, line breaks and other 
loss, theft of service, non-metered usage and other loss. 

 
Response:  
 

Please see the attached year ending PSC Water Loss Reports for 2010, 2011 and 2012.  
KAW has not quantified the volume of water loss specifically attributable to theft of 
service and non-metered usage, which would be shown in the “Other” category on line 27 
of the PSC report forms.  Consequently, any volume of water loss in those categories is 
embedded in the “Line Leak” volume, which captures all volumes not specifically noted 
elsewhere on the report form. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier 
 
161. RR - Please provide the water loss percentage for 2010, 2011 and 2012 and show the 

calculation.   
 
Response:  
 

Please refer to the response to Item 160 of this same data request. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness:  Linda C. Bridwell 
 
162. RR - Please provide the revenues received by KAWC for non-fire prevention-related 

water use in fire service and water loss from third party damage to water mains and 
hydrants.  Did KAWC include these revenues in its cost of service?  If yes, please 
identify where and the level. 

 
Response:  

 
KAWC included $30,748 of non-fire related water use in the Company’s cost of service.  
Please see the workpaper W/P – 2-3 page 324 of 342 that was provided in response to 
item number 3 of the Commission Staff’s first data request. The excel workpaper Fire 
Service Usage Estimate.xlsx was also provided in the same request.  The Company did 
not attribute any additional revenues to water loss from third party damage to water 
mains and hydrants.   
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier/Cheryl D. Norton 
 
163. RR - Please provide all details related to Kentucky Utilities Company’s energy load 

shedding program as it relates to KAWC’s operations. 
 
Response:  
 

Please see attached documentation for a full description of KU’s commercial demand 
conservation program.  The program is designed to reduce KU’s electric demand during 
peak demand periods, thus mitigating their need to purchase or dispatch their highest cost 
power.   By voluntarily reducing demand during these demand events, KU rewards 
participants within the program with up to $25 per kilowatt-year based on the energy 
reduction during the cycling events. 
 
Kentucky American Water entered into the agreement with Kentucky Utilities on June 8, 
2012, registering up to four facilities with a demand reduction potential of 1,135 
kilowatts. The four facilities are Clays Mill Booster, Parkers Mill Booster, Richmond 
Road Pump Station, and Woodlake Booster.  KAW has been contacted for only one 
event, September 6, 2012 and for that event, we were able to reduce our demand 1,078 
kw.  As a result of our reduction, we received $26,943 for our participation.  This money 
was credited to fuel and power expenses. 
 

 
   
 

KAW_R_AGDR1_NUM163_022013 
Page 1 of 16



KAW_R_AGDR1_NUM163_022013 
Page 2 of 16



KAW_R_AGDR1_NUM163_022013 
Page 3 of 16



KAW_R_AGDR1_NUM163_022013 
Page 4 of 16



KAW_R_AGDR1_NUM163_022013 
Page 5 of 16



KAW_R_AGDR1_NUM163_022013 
Page 6 of 16



KAW_R_AGDR1_NUM163_022013 
Page 7 of 16



KAW_R_AGDR1_NUM163_022013 
Page 8 of 16



KAW_R_AGDR1_NUM163_022013 
Page 9 of 16



KAW_R_AGDR1_NUM163_022013 
Page 10 of 16



KAW_R_AGDR1_NUM163_022013 
Page 11 of 16



KAW_R_AGDR1_NUM163_022013 
Page 12 of 16



KAW_R_AGDR1_NUM163_022013 
Page 13 of 16



KAW_R_AGDR1_NUM163_022013 
Page 14 of 16



KAW_R_AGDR1_NUM163_022013 
Page 15 of 16



KAW_R_AGDR1_NUM163_022013 
Page 16 of 16



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
164. RR - In reference to AWWSC cost, does AWWSC charge any costs to unregulated 

operations?  If so, please identify the process in detail.  If not, please explain in detail. 
 
 
Response:  
 

Yes, AWWSC charges costs to unregulated operations. Please refer to the response for 
Item 89 of this same data request.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
165. RR - Does AWW have an affiliate that provides contract utility services for customers?  

If yes, how many customers does the affiliate presently serve?  Are any of AWWSC costs 
assigned to these contract services?  Explain the process in detail. 

 
Response:  
 

Yes, An American Water subsidiary, American Water Enterprises (AWE), provides 
utility services on a contract basis to approximately 60 customers. Please refer to the 
Company’s response to Item 89 of this same data request for a description of the 
methodology and allocation process for AWWSC to charge costs to AWE. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
166. RR - Does AWW provide unregulated services?  If yes, please describe in detail all 

services provided and how AWWSC costs are allocated to the unregulated service 
function. 

 
Response:  
 

Yes, American Water provides services that are not subject to economic regulation by 
state public utility commissions through Market Based Businesses.  Market Based 
Businesses include:  

Contract Operations Group - Enters into public/private partnerships, including O&M and 
Design, Build and Operate ("DBO") contracts for the provision of services to water and 
waste water facilities for the United States military, municipalities, the food and beverage 
industry and other customers 

Homeowner Services Group - Through Service Line Protection Program, provides 
services to certain customers to protect against the cost of repairing broken or leaking 
water pipes and clogged or blocked sewer pipes inside and outside their accommodations. 

Terratec Environmental Ltd. - Market based Operations which is located in Canada and 
provides environmentally sustainable management and disposal of bio-solids and 
wastewater by-products.  

Please refer to the response of Item 89 of this same data request for how AWWSC costs 
are allocated to the unregulated service function.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
167. RR - For each uncertain tax position recognized in the balance of accumulated deferred 

income taxes (ADIT) by KAWC (and/or allocated to KAWC by its parent company), 
according to FIN 48, please provide the following: 

 
a. A detailed description of each position taken, 
 
b. The amount reflected in the ADIT balance in the current rate case and a historical 

recap of the amount of any adjustment made to the ADIT balance, the account(s) 
charged and the date of the adjustment, 

 
c. The Company’s most current assessment of the eventual outcome of the position 

and the estimated date of resolution, 
 
d. The portion of the ADIT balance for NOL that is the result of calculating income 

taxes based on uncertain tax positions,  
 
e. The docket number and a copy of the section of any Kentucky Commission Order 

that addresses the regulatory treatment of FIN 48 adjustments, and 
 
f. All documentation and calculations supporting NWE’s response. 

 
Response:  
 

a. FIN 48 is not allocated to KAWC. It is specifically related to KAWC. The 
uncertain tax position recognized in the balance of ADIT by KAWC is related to 
the method of calculating the repairs deduction. 

 
b. The amount reflected in the rate case deferred taxes for the forecast year ending 

July 2014 is $3,922,247.  As of 12/31/2012, the G/L balance of FIN 48 in 
deferred taxes is $2,757,147. 

 
c. The resolution date is unknown at this time.  Regarding repairs, the resolution will 

come through guidance provided by the IRS or under audit of the applicable tax 
years for this issue.   

 
d. As of 12/31/2012, the piece of the FIN 48 in deferred taxes related to NOL is 

($288,873). 
 
e. KAWC Case No. 2010-00036.  Research has not been performed by KAWC to 

locate any KY Commission Orders related to FIN 48, other than for KAWC. 
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f. It is unclear what “NWE’s response” is.  It is assumed that AWW calculations are 

being requested, therefore, for the balance as of 12/31/2012, please see attached – 
FIN 48 Calculations.  For 2013 and July 2014 balances, please see KAWC’s 
supporting income tax workpapers attached in 
KAW_R_PSCSR1_NUM03_012313_WP-6, pages 33-36 of 48.  See also excel 
file “KY Tax Depreciation 2012-2014” tab Linkin (lines 106-113). 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Gary M. VerDouw

168. RR - Please provide the following regarding KAWC’s inclusion of Business
Transformation (BT) costs in the cost of service in this case.

a. Provide any available updates of the amounts, in as much detail as available, for
all BT costs.

b. Provide the most current expected implementation date for each BT system for
KAWC.

c. Provide a detailed narrative explanation of how the BT project was developed and
how it is expected to be implemented throughout the KAWC and AWW system.
Include as part of the answer a description and copy of the AWW and any
subsidiaries inter-company contracts, leases and other transactions/business
arrangements that exist as part of the ownership, development and
implementation of BT.

Response:

a. There is no update of the amount for BT costs.

b. The Enterprise Resource Planning system was implemented in August 2012. The
anticipated implementation date for the Enterprise Asset Management and
Customer Information System is May 2013.

c. The American Water Information Technology Infrastructure Comprehensive
Planning Study Report is attached. The Report contains confidential information.
Therefore, the Company has filed a Petition for Confidential Treatment
contemporaneously with these responses. The Company will provide copies of the
requested documents to all parties in this case upon execution of an appropriate
confidentiality agreement.

The Kentucky American Water agreement with American Water Service
Company is provided in response to Item 32 of the Commission Staff’s First
Request for Information. Please refer to the response to Item 68 and Item 69 of
the Commission’s Second Request for Information for copies of the arrangements
that exist as part of ownership, development and implementation of BT.
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This entire attachment is confidential and has been
provided under seal pursuant to a Petition for Confidential

Treatment.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
______________________________________________________________________________

Witness: Gary M. VerDouw

169. RR - Please provide the following regarding the information technology conversion
through the Business Transformation Project. For any cost items, provide by internal and
external cost components, in as much detail as available.

a. Total expected cost incurred by year through completion.

b. Cost incurred to date by year.

c. Cost included in the 12 months ending 3/31/13 base year and 7/31/14 forecast
year.

d. Explain how these costs are being recorded and the accounts charged?

e. Quantification of the estimated savings/benefits and timetable for realization.

f. Identify in a. through d. the amount of cost directly charged by KAWC and
charged/allocated from the AWWSC.

g. Explain the method and rationale for the Business Transformation Project costs
charged/allocated to KAWC by the AWWSC.

h. Are the Business Transformation Project costs being charged to all AWW entities,
regulated and non-regulated, and explain the answer to this response?

i. Provide all the documentation supporting the response to this data request. If any
of calculations provided in response to this data request were prepared using
spreadsheets, please provide the spreadsheets, in original working format with all
formulas intact.

j. Explain how these costs were addressed in the Company’s most recent previous
rate case.

Response:

a. The total expected cost incurred by year through completion for the Business
Transformation Project are detailed in the attachment, pages 1-9.
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b. The costs incurred to date through December 31, 2012 for the Business
Transformation Project are detailed in the attachment, page 10.

c. The cost for the 12 months ending 3/31/13 (actuals from April through December
2012 and budget January through March 2013) along with the budget for August
2013 through July 2013 are included on page 11 and the current estimates for the
project are on page 12 of the attachment.

d. The costs of BT are being allocated to KAWC (and each of the KAWC’s
regulated utility affiliates) based on the percentage of their customer counts to the
overall regulated utility customer count of American Water, as provided for in the
Service Company Agreement. KAWC posts its BT costs to its Construction Work
In Process (CWIP) account #10700000. When the assets are completed they then
transfer to Utility Plant In Services (UPIS account # 10134010) where the asset
will remain until it has fully depreciated.

e. While KAWC customers will benefit from efficiencies and benefits of the
Business Transformation program, American Water and KAWC are unable to
confirm at this time the amount and timing of benefits that may be realized as a
result of BT. However, as quantifiable benefits are realized, those benefits will
accrue over time and, all other things being equal, mitigate future O&M increases
once employees are fully trained on the systems and the systems are in place and
fully functioning.

f. For items a. through d., the item that has costs directly charged by KAWC is as
follows: Part b: $19,085 breakdown by year of 2011 $2,326 and 2012 $16,759.
Since the numbers in part b round to the nearest hundred thousand, these dollars
would get lost in the rounding in the attachment pages for part b. Part c:
information is included in page 13 of the attachment.

g. Certain BT costs are directly charged to KAWC (as described in part f. above) or
allocated to KAWC based on the percentage of KAWC’s customer count to the
overall regulated utility customer count of American Water, as provided for in the
Service Company Agreement.

h. The BT systems are designed for AW regulated utilities and the project scope
does not include the technology or process needs of American Water’s non-
regulated (or market-based) business conducted through American Water
Enterprises. The Company’s market-based business will access two aspects of the
new BT systems: (1) Success Factors (branded internally as myCareer Solutions)
and (2) a portion of the SAP CIS (Customer Information System) module. As
explained more fully below, certain BT implementation costs have been and will
be directly charged to the Company’s market-based affiliates and, in other
circumstances, will be credited to the Company and its regulated utility affiliates
through a reduction in BT implementation costs. As also explained below, certain

KAW_R_AGDR1_NUM169_022013
Page 2 of 17



ongoing subscription and maintenance costs will be charged to market-based
affiliates, with a corresponding reduction in Service Company fees.

Success Factors (branded within American Water as myCareer Solutions)

The Company’s market-based affiliates will be active users of myCareer
Solutions, and a portion of this application will be assigned to the Company’s
market based affiliates based on the proportionate share of the market-based
companies’ employee count (12%) to the regulated utility companies’ employee
count (88%). It is anticipated that the cost of developing myCareer Solutions will
have totaled approximately $2.1 million dollars when it goes into service in
August 2012. Approximately 12% of the development costs to the Company and
its regulated utility company affiliates myCareer Solutions will be removed from
regulated utility companies’ CWIP balances and aggregated back to American
Water Works Service Company. The sum of these removed expenditures
(currently estimated to be $252,000) will then be directly charged to the
Company’s market-based affiliates. In addition, the Company’s market based
affiliates already have been directly billed approximately $10,000 in development
costs by the outside vendor (Success Factors) to create an additional
compensation template.

Finally, it is anticipated that this same assignment methodology (proportionate
share of the market-based companies’ employee count to the regulated utility
companies’ employee count) will be used to charge a percentage (approx. 12%) of
the ongoing subscription fees and maintenance cost for myCareer Solutions to the
Company’s market-based affiliates. The most recent estimate of the ongoing
subscription fees and maintenance costs that would be charged to the Company’s
market-based affiliates is $32,000 annually.

SAP CIS (Customer Information System)

The Company’s market-based affiliates have been directly billed approximately
$1,116,783 by an outside vendor (Accenture) to modify SAP CIS to enable the
Company’s market–based affiliates to continue the placement of its protection
plan services charge on some of the regulated utility companies’ billing
statements once a transition to SAP CIS has taken place.

In addition, it is anticipated that a portion of the ongoing maintenance costs for
SAP's CR&B system will be allocated to the Company’s market–based affiliates
based on the proportionate share of the market-based companies’ premises
included on the SAP CR&B system (approximately 10%) to regulated utility
companies’ customer count (approximately 90%). The most recent estimate of the
ongoing annual support and maintenance costs that would be allocated to the
Company’s market-based affiliates is $270,000 annually.

i. See attached.
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j. KAWC’s BT costs were included in the Company’s last rate case consistent with
the Company’s response to d. above.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier 
 
170. RR - Please provide the gallons sold and the number of customers, by month, by tariff 

rate for the 11 most recent years available. 
 
Response:  
 

Please see the attached. Note that the attached begins with the year 2005 as information 
broken down by different rates within each customer classification prior to 2005 is not 
readily available.  For total sales by customer classification for 2003-2005, please refer to 
the response to Item 10 of the Commission’s Second Request for Information.   
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